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~CAFE coneluded its second scession in Bagulo on Decorver 6 after . ,
adoift:.nb coxprehensive jrogram outlined by the US for econonic re-
habilitotion of the Far iest. 4 purt of Lhe outlined plzn, adopted . I
over vizorous USSR protest, provides for s consultitive arrungeuent : .
betw.en the comslssion and control wuthoritics in Jupon and sorca. '
The Uood reintoined Lhabt it wes unnecessiry to sct uy o consult:tive
fraueviork for sorew sincs thel country aE "'"001*“ to e inuej.cncent.

i
It had veen anbicijuied thnt the rolutionsiip of Japun to the q
other lFar Xzstern countrics would we & serious sturbling lock on
the cgende of this session of LCAM.. Active comsiderution of this
subject, however, was proventoee by the protracted wcbiles over riem-
bershi;s to thc Cammission.

W

.(}

sino=laleyun iffairs
The Chinese Cholrmin oi (wersces Chincse Affairs uo":m:a.sszi.on on

© § .ecccmber erpressed concern over the nov araft constztutl n of the

ialeyun Union. ‘Ihe Chinese cleim the constitution is discrirdratory
to Lhie Chincse in ialayc. - ' _ .

TIORTHLAE LI\:’I.JILH

Japun- olitical i
Katayuie Cebinct Cricis Gives Ligetus Lo Lonucr: utl\.fc Irend in

-

bist. “.rangling within the Socisml-Demoeratic 1arty ovir ¢ succcssor
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; to agriculture Linister Hirano vho wius ciswisscd cerly in November
‘ vy Irecier ratayams combined with o breafidovm in Democratic Farty
discijpline ovir the passuge of tne Gtate Coal Control nill has brought
into clecrcr focus 2 conservative tremd in the Liet.

Althoush the recent rift wetieen the Letiomd Farcers! Union

wik the Jopin Farpers' Union, right snd left wimg clemente respectively
of the Socisi-Lemocratic farty, over dirano's succcssor has been ten-
POX‘nZ‘ll,y p-tehee up, the besic conservutive ocutlooir of the Unetional

Farmers! Union <nu its dissutisfuciion with the jarty stiil ronidn,
Shoulu fubwre diss ruosents ..ris< the orpunizition a.'a.g,nt entertain

on inviiction to join o conservative coalition. The conservutivo=
minded-Feoples Cooperztive luwrty, one of the govirmmsent ccalition
porties, :lso took ¢ strong stund on the subject of Hirano's succcssor
anu couliG poacibly be induecd to join a.now conscrvitive parly.

After tho Lemocritic lorty, another of the jresent coalition
pertics in the ecacinct, hed rceuched & declsion to syjjort the State
Co:l Control 5ill, « risht idng fuction refus.d to uphold the jarty
position. Uncer the lesdershi] of _«ron Shidehur: ’ the dissident
mabers hiwve formed @ now ldet group, the joshi Kad. The po..-blblllty
now exdsts thuet the Loshi wWai mey join with the libarzl lurty, the
mpat, conservetive purty vhich is enceuraging oihter cnti-Socizlist
forces in the Liet to form u consorvative blec culled tine Hational
Salvition rarty. Such o coulition could concelvably cust the Kutayuma
Cabinct through « vote of "no-confidcnce”. This trend, howevor, does
nol, neccsserily prosegc an itmedizte change in the labinct. Liberal

»  Farty ITresident Yoshidi, the jrobuble successor to sataywmw:, shows
4 rcluctunce to assume responsibility for Jspints prescent economic
jproblens. '

Japen=-i.conoriic

, ) Rg[ sartions.  The UUSR hus rejected the US proposcl wefore the
| C 1EGC, which wus dusignea to Lrezx the deadlock on division of Jeagenese
industriil fecilities as reperotions. A stelumte hod srisen over the
inability of the rejerations sub-commiitlee to wyrce on ¢ schecule of
yercenti es for Lhe eleven countriis concurned. Thereupon, Lie US
proposcd = sehccule which would give efch country a sonewhit samller
percentaze Lian it hed hdtherto agreca to acceo I.t. . Por its j.rt,
the US would rceceive 28 percent, tut of this, 1€ lwreent would be
Coheld as o tkittyt for subscouent eisiwibution i the other ton ncetions.
on &y Lasis sutully agrceables  Lith the 4582 rejection, the US
is siriving tu secwre wiprovi.l of the other i€ countrics.
The refuscl by the USUR to ace .t the Li.test US ;10;,0%.1 is
prowuuly cnolier woviet tuctic to ue.L:.y settlenent of the rejiritions

protiem, « Ley factor In the slowness of cupances econoriie revivul.
To the UL, dul;:.y in that revivel meuns, arong other things, contin-
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wtion of druin on US occupution fundsj dev.lopent of bitterness on
_ the yurt of the Jupunese wgwinst tlie Ub occul..,t:n.on authorities; und

. ~intenance of uncertein economic comuiiiens ohich werve as & fortile
ticld for Jejinesc comunist : PO TG o

ieonordie develo;ient. Two Lills hive b.en W85G v the idet,
which ure of izjor i ortencs Lo Ui¢ Jijanese €COROMY. |assuge of
e stete Gl Control #ill reproscnts vhe wubayus Sovernmert's
only succcss in the currenl session in putting t.u-ouuh irnportent
legislution which is designed Lo rovive tae Lum-in: indusirdcl
structurs. e co:l ‘shorii e is one of the chioel cc.u::es Yor the
fuilure of Jupenese inausvriclists Lo wttuin & level bhipgher then 45

pereent or Wi 1930-34 level (the jeriod which the ¥ ¢ dowmis Lue
stanuard to ve soudt for st le_ ccono::y). Jizte conbrol of the coul
indusiry w.s toll Ly the satoyuine Governoent Lo bu the cnswer to

the complaints by tic eccl cozm ..mica. that they hsd neither sufficient
cupitul funds nor other resources to @iyand their | roduction. Cone
sidoreble o) usition to the bill muce the (,ova,rn“mt. yicld to arende
ments vidch tunu to preserve the [ osition of the mine oimers wiud
oparators-unuer & limited stote control.

Also passud vis the economic decentrilicatlon till, which pro-
vides for s5;litting Jepencse cowyionics into srull units and contiins
provisions &..sich ot intenced Lo revent contiol ¢ wny onc cominy
over fore thnen o rdnor wurtion of the Jurznecse e¢conuyy. The bill
is & mujor step in SCilt's program to eabolish the -aibulsu wnd to
ensure the deniil cf cpLortunily for roevivel of ‘giint conbines swhose
policies nigit leud Lo future wyypression,

Foreign frade. Hegotiztions betweon 3Cil and & bLunking group
for financing cf J.hpa.mac ingorts wnd ex; erts tiwough o revolving fund
aro 8till in ,ropress, Undcr tids plen, SCAF would | led e $137,000,000
in Japancse jold cnd jewcls &5 sceurity for o self-lighiduting loen.
Host of the pgrounduork for the loun has veen cort lebed, but. coartuin
lesul vucstions rawein Yo be resolvc.a.

gorea

The recent currcney conversion in Horth Xoreu serves us further
condirizstion or the existunce of & Swwict plun to estoliish there un
indepcncent governnent, «s a leg:l obsticle to impluwentition of the
UllGa resolution on Acrea. In aduition this tep will render more un-
stuble the presont eritical ccononic situaniion in South F'\oru.

leginning 4 Uecemuer and contimuing iw & reriocd of zbout five
diys Sovict occujation currency wnd Jupunese-issucd pank of Choscn
notes were exchongud for now currcency iscu.d by thc lorth Xorcan
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leoplets Council. Indivicusl jersons vicre permitied to exchenge 200
won, unu hesds of fumilies 500 won, ut the rite of onc for one. All
€xcess currency hud to v deposited in state bonks vhere it will he
froven for wuout tifo ronths. The unnouncenent of the conversion )
Frecipititec & buying punic which was helted only by restriction of
Wwuding to sti.te-ovned stores and by the reduction of irices ot these
stores to cbout cne=tenth previous levuls.

The Horth horecn rcople's Council hag recently aircetoed the urcite
ing of & "oreun" conctitution and the preperation of a legel coce.
+hen thoese pewsures are consideced clong with the currancy conversion,
it bocomes spjrent thot the USSH is procceding, with a rlan of ¢g=
toblishing & legnl bosis for reco;nition of the Torth Korcoen Fuppet
regime as the inde; endent govermment of Korez. This would clcur the
wy for Soviet troop vithdraw:l. The new currency wuas issucc oy the
i cople's Council of Horth Corea, not by the oceupation authoritics,
an¢ tne convursion rewsure vus hailce by Jadio Iyongyans os o pove of
"grout political significunce in acc.leruting the foriution of a
UniteG norcun Government". It is not clewr vhother the prelimineyy
pnic wus pert of the Soviei plan, but tac - subseguent reducticn of
frices vus designed to have e deflationary and stooilising effeet on
the iiorth horecen ceonomic situwstion, to convinec the ;cople that cone
version wis L proisovorthy mecsure wnd to instil contidence 4n tihe new
curreney issue. '

The uncertein conditions of. relewse (no rute of exchange for the
frozen deposits hi:s yet buen announced) will induce m:ny Forth Koreans
to hourd runk of Chosan currency for illicit yurcnzscs in South
Acrea where it is still negotizile. ‘this will result in « grect in-

- ~ flux of currency into South Horca waich will accclerete Lie intlation-
ary s;iral ond cncowr.ge speculution. Bink of Chosen notes turned
over Lo the ilarth Horeun govuerm.ent for exchunge cun be us=d =5 funds
to finince «lonts of Joviet jolicy in South Korez. There are no ine
uedlstely eflvetive mousures vhich -uericun occupetion wuthoritics con
zdopt to halt tnis curruney influsx. '

Accoraing to press reports the exchange rete will be znnounced
oy the Horth sorcan regime un 4 rFebruury. The reoplets Council is to
meet ot that lice and the new "Korcan" constitution will o presented
for its apjrovul. Henee it is reesonuole to conclude Limt the Soviets
hive scheouleu the completicn of thoeir ireparatory work in North forew
for the boginning of Februzry, ascognition of the "leg.l" und "indo=-
renaent” governient of Korce und the withdrawel of Soviet, iroors, if
deciovd upon by tho Aremdin, will jrobibly teke flice st that time,

SkCT

i Declassified in Part - Sanitized Copy Approved for Release 2013/03/12 : CIA-RDP78-01617A004600010004-6



Declassified in Part - Sanitized Copy Approved for Release 2013/03/12 : CIA-RDP78-01617A004600010004-6

SECRET

-

CHHIA DIVISION

Communist jgenersl Chem Yi hes moved wdditional units scutinrard
over the langhai rail line and, according to press reoports, has launched
an wttack on daifeng, swrategically imporiunt bationulist ruil point.
leenwhile, 'du roechen, s moved wooctvward acrcus the ring~han raile
rozd &6 Mutionsiict pressure on his dapiensh.n voses continucs. In
Shentung, terrcerist activity by the Comraunists is said to Le driving’
adéition.l refurces into jetionulist-hela cities, The number has
reached 220,000 in and around Tsingtoo, where the rofugees seriocucly
sncunoer the city's waministration. The Hotionuliits finally opened
to traffic the Tsinan-iuhou sector of the Tsin-pu ruil ldine an 1i
Lecenber,

- Internal
The Chinesc Kuticnel Geverniont lis nol you amiounced Lhe results

of the election conductcd on 21-23 .ovemer to chooce rienbers ¢f the
ationul Assenvly, thne vody vhich, with its el.ction of the lrecicdent
of the epuvlic, will jul into effcet Lhinwt's new censtitution. The
difficulty of detonimining the estert of minerily representi:tion, ond

| the ;roulen oi :azintuining the fietieon thet the rew Govurmient will

| ~ have been jopulsrly slectec, arc fictors which are jrooculy chus:l to

- the yresent in.clicn. In vicu of this uolay, the Goverument will
rrow.oly. jostione the convoeaticn of the (utionsl isienbly until late
Februury or «arly iwrch, anc will jromulgite & ;rovisionul statutory
Low Lhet will ve efi.ctive curing Lhe interin poriod betieen the exe
piration of the veldidity of Lace driit constitution of the uoidintung
and the tinme of the convening of the .etionil Asvenbly.

The anti=US proju onc. of the Chincee Cormnista——begun in 1944
uron US Amtassacor dupley's depirbure froe Chinne=has continued for
threc yeurs, groving sleadily roru violent in wenor. "lopericlist
butchery" ang "ageressive invesion of bhe szcree soil of Lhina....in
lecvue with the slavish troitor, Chiung dadi-shek®, arc sanles of
recont Commanilist invective oirceicu zpainst the US. This weck, both
US Anbassicor Stuert and an experiencod newspujcr ran wve nchad thet
this Communist propijint: is saving ¢ rarzec cifeet on Chinese jublic
opinion, especinliy among Chinese University ono intellecuusl.groups.
Sturt exprescws the cpinion that tic Uniteo Ltutes inforiation jer-
vice in Chine sheuic crbor.: on a positive jrogruan to demonste o thut
the U4t is vhe rowl im;ericlist power in the Par Last.

l Declassified in Part - Sanitized Copy Approved for Release 2013/03/12 : CIA-RDP78-01617A004600010004-6



‘ Declassified in Part - Sanitized Copy Approved for Release 2013/03/12 : CIA-RDP78-01617A004600010004-6

SLGLTY

rnterml .EeL..tions

'} Unconfiried regorts from Chinu, walce Letouer l‘)h?, inaicatc

| soviet~Foligh coopu.=tion aha plins in Chin.. Tie Sovlct is rojoried
to e bucking 1olish r»ui.,t,r..t.ion uné popetrievion, while olish offici-
=15 are Lo ecwrry on the work of x,ome Sowden officiuls m event of o
diploneiic bresk wetvecn the WHR w Lu.m .

The Chinuoe loreizn Lifice ¢rolestcu on 9 Lecesber to the Zritish
fifoas~y over tue cviction of Chinese recicents of ..ovloon, cloiting
adminisvretive. jurisalction. Tlie srltish .adx.ssiuor, in o deuters
intcrvz.u., @ Liined the eviction oy siuylng it wus jurely acmini-

guietive wng LG in the interests of noulth ana gufety.

Leonomnics
The bluik nur.cet US doller encirrge experlenced wild fluctuztlions
for the tidre censecutive weeik. The ro te soured fron CRC 133,000 &t
the begcinning ofthe wook Lo 260,000, then dropped to 142,000 on 10
Decenwer. Comouity ,rmu.., soerea jro; ortionalely cos; it tav govern-
nent's eiferis o «old ,rices desne  Tals wphe .v.,l .S Tinurily
cnused oy uhe lovb-nCe of €W Lur o cenor....n_ts.ur netes of 1,000, 4,000,
gnc 5,000 Lustoens Gold inily, e uivelent Lo O £0,000, w,wu nng
- *uw,ow rejortee relonsed in Ghengined 10 Lecembcs, The jrivious
luroedét note w.s LI 1U,000.  Gener.l vlick rerket b u!’lSﬂCt.LOl’lﬂ c:sed
folléuing jressure on. econonic ;olice wnu Liw (nforeument ients to
Eruci Gown O, unGer=cever G.:1lints. Theie ney note issucs «ill boost
the teted curcency in circulition to unother r.cora ivight. Total )
issue was CLU 26, Obl billion up to 5 Lecsiber, corjets ¢ with 3,720
. ‘Billion in c:u'cu.l. icn on 1 danuery 1.91;7. -t thds rote ik aclc in-
eruase for Lhe moulh of wceembur is wxpoeicu Lo o0 newr the loverbor
pereviie of Lincivase, .uicn wes 26 ;eru.;t over the previous ponthe.

lndustry

1t is re.orica thit tie jation.d guvira.cut 1 .ns Lo furni sh w1l
cotton to doresbic ::ills, tuxe Lne i.Ll'LL-:hl.U sarn one cloth, wnd glve
the 12111 operutors « riasonnele 1ro.t‘:’r.’r:u -..Otwu.., wvhich is one of the
fuvorits ul.UChJ.-uLVv CGwLGitles, 18 wh entre.cdy serce dtes o
Shanghod.  fhds would we wnot: wroLe) or the sovsrizent to Gileps. in
grivite induc LEY e secuuse of the L ;ros) ety in Lurineds racoviry
sone incustriclisiy are rejordea lf...vmc, Jenshk i w ojen 111l in
LON% AONL. o8 Cuncivions worwin it 15 eXjocuea VL Leru ERATSTVESTH O
vill leve chaaghed. . '
zinerdls

A Lwgeten ore rocussing | lent, precucing 50 wons {concuntrution:
65 jercent; senwaly, is rejorted locuued in liong donge. Fefuliations
ere undes viscucsion 'ty o US fir: to jurchuss te criire outjut. The
US3R hus wcouired for sore time pust virtuelly the toizl outjut.

\:L&R.'.T
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kxternal .lelitlons

Unconfiri.ced reports from Chimu, daitee Letoir 1947, inoicule
Soviet=Folish coope.wtion ¢na jlens in thini.. ‘rhe dovict is roporicd
to uu bucking tolish rogistrubion wnd ropetrisvion, while 1o0lish offici-
.18 wre to curry on tiie work of soue sowiet officiuls in event of u

o

diploneiic brezk etyecn the USHE and Chin .

The Chinuse lForeign Lifice rotestes on 9 becenber to the Zritish
1ifousey over thw cviction of Chinese rericents of .oiloon, cluiwing
aaminisveetive jurisciction. The osritish .ibwgsioor, in o dceuters
interview, en;loined the eviction oy siyimy it wns purely atmini-
goretive ane L.Ge in the intercats of heulth ina sufety.

Lconomics :

he Black derdet US dollir excirrnié experienced wild fluctuztions
for tie thirc censecutive week. Yhe rite soured from GHC 133,000 &t
the Leginnin., oithe wouk Lo 160,000, then dropped to 142,000 on 10
Docerwor. Coiotity.,rices scerea jroportionziely cus;ite tiw povirn-
ment's offorls te nuld [ rices dewn. This wheevel wes ) riauardly
cuped Jy Uht _ssu-ncc of new iur e wenomination nctes of 1,00, 4,000,
ene 5,U00 Cusla.s Gold bnilu, e wivilent Lo (G 20,000, 40,000 und
100,000 reportes relonsed in Ghunghed 10 Lecembes. The provious
lurcest note w.s LIS W,U00. CGeneril olacit rerket' tiansactions @.sed
folloeing jressure on economic 1olice wnu liw urfurcunent cgents Lo
Lroci comn o under-cover G.:1ingtc. The.w ney note issues ¢ill boost
the totsl curseney in circulilion tu wnothor weore hcight. Totel
issue wes CHC 28,061 billion up to 5 bLecsiber; compsana wuith 3,720
billion in circui~ticn on 1 dunuery 1947. -t this potc tio note in-
ercuse for Uhe moulh of Lecowber-is expectes W ix newr the foveinber
purcentase of incruosu, widch wis 26 percent ovur tite proevious monbh,

. 1ndus Lry

It is rojorice thut treiation:k govirment ;1 .ns Lo furnish wll
cotton to dor.catic ills, teke tne finished parn cno cloth, arc glve
the mill opercters i roasonucle jrovit. tolton, which is cne of the

fuvorite speeui.tive cowccities, is sh estre.cly searce itenm in

shenghoie.  Thds vould e another Lichp Oy the fovirniont to g in -
frivite induruey. Jecuuse of the Gori jrosj Cots 1n wuelnCsy PoCovery:
505G incustrielisls arce reporte lesving canrie i vo ojen 1ills in
SOonE AOnG. -8 concivions worsin it Ls exjucueG TRLL LOru incusiey
vild lesve oheiphied. '

sinercls |
; A Lungslen ore jrocussing | l.nt, procucing 50 zone (concentrution

65 jercont) nonvaly, is reporied locuted in hong Aong. F“oroliovions
are undur ciscucsien by « US firm to jurchse the urtire outjut. The
US& hus weguirca for some Lime jast virtuz1lly the totazl cutjut.
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'Irhnsport_txon

Troin service betiven Ysinen +nd iukou Vs re;orted reswued on.
11 iecomber. ihe Ludken-ieiping ne is gpon &t present, lut. the trip
requires four dojys. e85 Lhun A0 joercent of Chinu's railwiys sre now
nopen to'trofiic.: | o

-

SOUML-T BAVISION

Austrelia _ .

oliticil. Follouing larliaz:unt iry pessege of the bill to nutionw
Llize the ..ustrulien bunking system, vhe Covernnents of South fustrelia
and Victorie ;jo.mc.u Lhe priml,e wiankd -in appecling to the High Court
for un :Ln.,uncumn reelredning Lho Governuent from teking over the

bonics until r.e..r:.n,_,s on the Lomt,itutim_llt,, 0i tie lLeusure coulu be
held,

The rrime iinisvuer is sceding on wienw.ent to the Constituticn
to ,roviwe lor peryanent Governneat conirol over roents wnu prices. -
ruf&.renau:h required for such un iliene, u.t, is scacauled 1or iuy 1948.

the laveor Govurnient in ‘fasmunics rec=ived ¢ severc setoeck when
Ircuier vospgrove wus indiclow on civargs of cox'ru}tmn. if the Cp=-
position forces un election, as it 1ny well Go, it it unlikediy thet
‘Lebor would ve roturnes to office, - T '

] wconorics 511 doll.r ixjorl licundes wers cuncolled in line with
the ..iu tou .xrit.in currcvney conservetion prograii, axce;ticns to the
oruer weru thwce covering soods (u) shipjped befors 21 vctober; (b)
shiij,wu unacr irregoci.le letior of credit; cnd (e) lstew vy having
hish priorivy, such us reojlecomont parls for incusiurlll srchineery.

Aduitionul cuts in irporis of auto chessis, toliceo, newsprint,
gasoline, anu fil: recittences nore anpounced,

Austreldints dollur ;os::.t;,on W been vorscney by the spreua of the
Telly Clerks slriiv, which mus hela up weol cx orts t":ub cutting off
© o tamporarily on i ortant sourco of dollers.

o, - Fossible ivo-Sociulist 3plit. Listrict ldcders of the reoples?
Voluntiry Orgunict.tion, (1V(), & scrdmmilitery grou; corizinglly ins;ired’
by Aung Sun zne one of the tuo jrincipal ulemnt.s of the anti=Fascist
Learue (AFL), sre meeting in 2angoon to cousider the ratifieaztion of
the perger bolvieon the VO end the Socielist lorbty, the otner importont

.foeuicn of the aFL. Tids Soeiulist=projored e ger wus to becunwe the
Merxist lecpue, designed to roplacs the 417, o5 the udndnunt political -

v

SHCPRT
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orguniseiion in Surma. rerly rc:;.-or't.s indic. teuw hib the merger would
Ue rejuetene wnd seeleliste rasovid Irom the governient, nowvever, the
Sociulists lotur appeered b0 oo rogiining some ground wnen it Was roe
rorved thet lhe larrist Ledpue was still under censideraticen, wnd tint
the 1rw\,ut caolnet would continue in officu untlil a.,out L ddnuury 1948,

(_)ur:ﬂ.c.,e incyjenaence cey, ub which tirze VU nominess uu*iu re;.lice
sone of the uoc.x..‘hut.:. -

wince Aung Sun's deatn }uruow-.lltv clisues ke develored suithin

the AL over the cuestiin of lecoersiip. nyaw liycln, thoe siooltious
Socialiut Ilome i .Ll'l.lott.l‘, in prticulsr, .:‘_.; buen unbird in;; in hiv clforts
to cisvoive; or at leust roducc the .Lectw-.-.ne. s of the sV¥C. It
therefore u.ppez;rs thit this mceting is « :VC runeuver not unly Lo con-
solicate their ovm orgunication, tal ©o . uin yoiiticel dondnunce in
Bursi., ot the esyehue of bhwe Scelaldst. Sinee Lhoe 10 s o virtu.ld
Lonoyoly of tne AFL rdlitary strergth their joliclies will e nuc,ubtcdly
prOVLIl onde iF The present ciltuclion ,rc*c.u,.»lt tes w chowoerm witih the
soctulists, there edst throee jossivilities, Firet, 1ittls. or ue
caanges Will we amae in Lhe proesont soreing Lorecient oetiuen the tvo
SPOULG.  LECUNGL, N Ooprier- for the voedzlists to romsln in the govern-
Mc,at. Lher iy live o ceeopt & suboreinete rule, jpossibly L0 the ex—
tent of .'Lo.,in.;,: toeir jolitiecl ic ‘.ut" L:; s socialists, in o nar orgue
niuation. Thira, the boclelists iy be expellea by the FVC vhereuwyon
they ey wticpt to join forees with tie Suriwe Conrmunist lerty, the
less doctrincire of Jur.ats tuo camulist jorties, or ofcri.te inde-
pendentiy in-cpposition to o VL centrolled overm.ent. I, in casc of
such < s)lit, the 1VO feiled to raintein th sciidirity and o firm
Zrij on bne poverm.ent, it i poseivie theit tne Sureesce politicul scune
will ke on the {umdlicr poitern ¢f meserous jceliticel jartics which
evelve jore weout | ersonlities tinn policlds, of these threo possie
ilities, €he sceone apjenes Lac csorg likely, 3. e, ¢ curomis. be-
tivecn the YL and Joclalists wiereuy the Sociilitts will roiuin a
certiin -mount of influence in the govern ént.

Siam

bespile civine Lt Lhe dlitury hes uven conletely separeict
fro the sicnice [ povision.l jovern eni, in acccrwenee vith US end
Ud intleticns ol u...;.-lc.;-umr oL niddtiry control, the wiiswcoe ATy
conlinues to wrp on the "Curmunist-le; ublicen nencee! cpeinut wvhich |
ey eivim Lo eve webuu, in jert, te cstaolich the ,ruw-nt sovernont,
This i Lhe Jererel lince of the PIGT U G Apn Lo selin US roecopnitions
and the fuch Lo L tie arsy L0 so dncictont on this point ifcic b the
wolitic.l nntwrs ol Lhe procnt ]..s..LJ.'tuI‘J sutiierivy’, uiwther it is
tuithaarn o ,011 vic. or netf. Owlencnis oy lecuwrs cif Lue rogine
ciewrly irwdceebe Lot Lne inoid elors oG decers ol the ovoaluur
coy,. dletod Lelieve the.b thic nce reging, urianbea to Gic 2i ol wna
including wen .nowm for whelr anpi-cozaunist siind, Uil succees in
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vinning supjort unc rucognition fruc the US, This belief was und still
ie bused privirily upon US efforts te counter copmunisz in bhuroje and
Chins, us Zmglirenteo b, the 'i‘m.m vectrine &nd vhe Larshell llan.

The coup Jrowy., wolieving thot sisa can offur o reet Guoul L5 an
. . arti-communisl eenter in fgic is wtled)ting Lo erecte the ivjresoion .
B Wit thiey hewve ccleu "if accorucne. uith fusricsn 1c.<,.-..l.,", and to this
- Clie e Ve Coirpoe ilud Fried, J3der Stetesmn s;onsor of Lhe ex~govern-—
sanby wng Lhe Free Thods vitl beln: @ coamunist thread Lo Silwn., Col- o
Isbor:.tion with the Chinose Coamnisls in Sizn wne Lhe Yiebnenm is
also attribuicd to tho Free Ineis. Thene cleaments hwve misinterjretea
anu wiccly publitizeu us o "little lersiell Fln® ¢ sugeesticon by
. the Us delug.ie, “Gm._, th.t weeh asistic country rocuc: tl!;h »i¢ should
: - esuadine ibo econung to deternine :Lt Lelt-hel) cu'.-..o:i.'lt.l

It is b{:‘lichd tnit the jrosunt regsime will cc.nt:umc to -.i.;:.nter}ret
US rolicy in regurd to Sidm ene tind thoy will bccone inerezsingly dise
“sutis in.ed hith the US positicn oo’ they leel thut thoy ure J_:% Jdenenting
it in
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winning suy b ort wiu recognition fruz Lhe US. Ti’tis belief wes wnd still
ic buseu g £ Loirily won U8 eficrts to counber coprunis: in lauroze and
Chin., Ly ing linentet b the Trusan boetrine whu ‘w Lurshell Llan,

The couy _rou;:, .,..,.;evim,; thet bing cen offvr ¢ reat wwll @B an
wnti-corzunice eenter in asic is wien ting to erelte the 1 ression
el by Ve cbeu "in accopucnc. it soericon icenls', wind to this
CLb Q.o ConrinG el Pededl, dder Stetesmon s.onsor ol Uhe ex~govern—
renb, Lnn Lie Free Thals vwilh vedn, @ comanist threuat io Siluwn. Cole
leooroticn uita ine Chiness Cowaunists in dien .o lne Vietnen is
wlso wtiribubee to the Free Jis. Thece olements e *'J.“"nten retea
ana wic.ly puolitized ss o "Mittle MNerchikll Flin" o sugeoition by

. the US delvgie, 10ni., thot eeh .siztic country roouc: ting wic should
. edssdne ibe ecu*w.w to acturaine its .eli-hel; cupedilitics,

It is beldevew thot the zr(;ubnt re:ime will ecntinue to siuinteriret
U5 policy in reg.rd to Sian ane tint they will sccotie inerecsingly disw
sibilsided with the US positicn s they feol thoet they wre ligdercnting
it in .sics ~
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